JUN 2 4 y99g” 


ie MORTGAGE BANKER 


JULY, 1946 


BUS. ADM, 
LIBRARY 








VOL. 6 — No. 10 











* 


Report From Purdue 


* 











People and Events 











Past President Byron T. Shutz 
of Kansas City was recently elected a 
director of the Kansas City Public Serv- 
ice Company... . : 

Prudential recently acquired a 93- 
acre tract in Cincinnati for a_five- 
million dollar residential housing project 
— it’s said to be the largest of its kind 
west of New Jersey .. . Philadelphia 
MBA recently held its annual Mort- 
gage Clinic . . . speakers included 
Frank H. Jackson, Travelers Insur- 
ance Co.; David H. Savage, Eastern 
Mortgage Service Co.; Marie B. 
Bechtold, Saving Fund Society of 
Germantown; Charles R. Schank, 
First Mortgage Corp. 

In reporting the Texas MBA annual 
convention, we forgot to mention that 
Vermont maple syrup breakfast with 
Douglas Meredith as host . . . Mr. 
Meredith brought the syrup (1946 
vintage) from his home state . . . the 
breakfast was a big hit . . . Earl B. 
Schwulst of the Bowery Savings Bank 
has been elected vice president of the 
National Association of Mutual Savings 
Banks . . . reporting on the Wagner- 
Ellender-Taft bill, Schwulst said: 


“There is no dearth of funds seeking 
long-term investment at this time. The 
further expansion of money and credit 
provided in this measure adds impetus 
to the inflationary forces already at 
work in our economy.” 

(Continued page 10) 


Farm Real Estate Prices Likely to Continue 
Up, MBA Members at Purdue Seminar Hear 


IGNIFICANT observations from 
MBA’s Mortgage Bankers Farm 
Seminar at Purdue University: 

The decline in farm mortgage 
debt was arrested last year. 

The interest rate on farm mort- 
gages increased some during the past 
year—yes, the word is increase, not 
decrease. 

If farm prosperity continues at 
something like the same level we are 
experiencing today, the United 


States may get out of the business of 
actually lending money on farm 
mortgages and devote its efforts to 
educational and research activities. 

Farm real estate prices are likely 
to continue to advance for another 
year and a half to two years. 

In this issue, The Mortgage Banker 
is presenting the digests of a number of 
the speeches at the Seminar which was 
the second, time we have sponsored this 
educational effort. 


Decline in Farm Mortgage Debt Arrested in 
1945; Farm Loan Interest Rate Down Some 


Norman J. Wall, chief of the divi- 
sion of agricultural finance in the 
bureau of agricultural economics, 
Washington, D. C.: The steady de- 
clihe in total farm mortgage indebted- 
ness for more than two decades was 
arrested in 1945. New mortgage re- 
cordings exceeded payoffs on principal 
of existing farm mortgages. Although 
the net increase in mortgage indebted- 
ness was negligible, the reversal of the 
trend is significant. It is likely that 
total farm mortgage indebtedness will 
continue to increase for several years 
as the result of some decline in net 
farm earnings and a rapid increase in 
the number of young farmers who are 
purchasing farms. 


mortgages in the United States has in- 
creased slightly during the past year. 
This has resulted from a slight increase 
in rates charged on Federal Land Bank 
and Land Bank Commissioner loans, 
and from an increase in the proportion 
of total farm mortgage loans held by 
individual lenders. Individual lenders 
now hold approximately 40 percent of 
the total farm mortgage debt; before 
the war they held 29 percent. Loans 
from this group of lenders are usually 
made at a somewhat higher rate of in- 
terest than those from _ institutional 
lenders. 

Dr. John D. Black, head of the 
division of agricultural economics at 
Harvard University: If a moderately 


The average interest rate on farm prosperous agriculture is maintained in 
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the years ahead, there is substantial 
prospect of progressive withdrawal of 
government from the actual lending of 
money on farm mortgage loans. Chief 
activities of the government in the 
field 


research 


centered 
The 


secondary type of government activity 


lending will then be 


1round and. education. 


which will prevail will be the provision 


of various management and soil con- 


servation services which may be utilized 


extension of farm 


in the mortgage 


credit. The least important activity of 


Average Selling Price of Farm Land Goes Up 


the government will then be the active 
extension of credit. 

At the present time, the most im- 
portant branch of government activity 
in the farm lending field is concerned 
with the actual lending of money, pro- 
visions of services being secondary, and 
education occupying the 
least important position. In the event of 


research and 
a prolonged agricultural depression fol- 
lowing the current inflationary period, 
there will probably be a continuation of 
active governmental participation in the 
extension of credit. 


working at satisfactory wages, it is will- 
ing to buy at satisfactory prices. 

However, we cannot expect a con- 
tinuation of the wide margin of net 
farm income which has prevailed dur- 
ing the war. Farm operating costs are 
bound to gain on farm selling prices. 
This will necessitate increased attention 
on the part of farm operators to effi- 
cient methods of production, lower unit 
costs, and more efficient utilization of 
both machinery and farm labor. The 
farm operator who has a volume of 
business large enough to avail himself 
of the economies which result from 
mechanization may look forward to an 
extended period of reasonable net earn- 
ings from his farm operations. 





80% Since the Beginning of the War 


D. Morse, 
Avricultural Service, St. Louis: 
kept 
professional and objective. The ap- 
praiser has the difficult task of establish- 
1 particular 


True president ot 


Doane 
The appraising of farms must be 


ing a “basic value on 


farm which will be 


as meaningful ten 
years from now as it is today. He must 
recognize that basic value depends upon 
the estimated earnings from the farm, 


its location and its home use. 


Those who appraise land must be in- 
creasingly cautious in their reliance upon 
The 


within 


sales prices as a guide to value. 


sales of land fluctuates 
wide levels through periods of time. 


The average selling prices of farm land 


pric es 


in the United States has increased more 
than 80 percent since the start of the 
war. Yet the basic value of many farms 
remains relatively unchanged. 


Adherence to the concept of basic 
value in the immediate future will save 
marty farm mortgage lenders from the 
necessity to possess large numbers of 
farms through foreclosure in subsequent 


years. 


Dr. E. C. Young, Dean of the 
Graduate School of Purdue University: 
The outlook for agriculture is reason- 
ably bright in the decade ahead particu- 
larly in those regions producing live- 
stock, dairy, poultry, and certain fresh 
fruits and vegetables. ‘This forecast is 
predicated on the assumption of reason- 


ably full employment and continued 
high level of consumer purchasing 
power. When the American public is 


The Group at MBA’s Purdue Seminar 


Natty 


FRONT ROW: 


A. E. Streitmatter, Alliance Life Ins. Co., Peoria, Lllinois; 





Frank J. McCabe, Jr.. 


MBA Director of Education and Research; William A. Sheetz, assistant loan supervisor, The National 


Life & Accident Insurance Co., Nashville; Clayton B. Briggs, divisional manager, mortgage loan 
dept., Lincoln National Life Ins. Co., Fort Wayne, Ind.; Ted P. Axton, farm representative, 
Lafayette Savings Bank, LaFayette, Ind.; and Lloyd S. Kurtz, assistant manager, Mutual Benefit 


Life Ins. Co., Ames, Iowa. 


SECOND ROW: Earl L. Butz, Director of the Seminar, Purdue University; C. E. 
Bank of Chicago, Chicago; 
Howard H. Huston, manager, real estate, Indianapolis Life 
supervising appraiser, 
dept., 


representative, First National 
First National Bank of Chicago, Chicago; 
Ins. Co., Indianapolis; John G. Hibbard, 
Minneapolis; Charles W. 
True D. 


; York, asst. cashier, farm 
Morse, president, Doane Agricultural Service, St. Louis. 


Riede, farm field 
Cc. C. Wohlenberg, real estate department, 
Prudential Ins. Co. of America, 


First National Bank, Meadville, Pa.; and 


THIRD ROW: Joseph B. E. Brumfield, asst. farm loan supervisor, The Penn Mutual Life Ins. Co., 
Phi'adelphia; Harold T. Carver, manager of the Atlantic, Iowa Branch of The Metropolitan Life Ins. 


Co., Atlantic, Lowa; 
Edwin C. Edmonds, asst. treasurer, The Ohio 
inspector, Indianapolis Life Ins. Co., 
Economics Extension, Purdue. 

FOURTH ROW: N. S. Hadley, 


supervising appraiser, Prudential 


Associate in 


Indianapolis ; 


Agricultural 
Insurance Company 


John B. Thimler, field representative, Albion Production Assn., Albion, Indiana; 
Life Ins. Co., Cincinnati; F. O. 


Life, mortgage loan 


and R. Bauman, Associate in Agricultural 


Extension, Purdue; E. W. Hawkins, 


of America, Springfield, Lllinois; J. S. Auner, 


farm field manager, Bankers Life Co., Des Moines; Norman J. Wall, Chief, Division of Agricultural 


Finance, U. S. Department of Agriculture, 


and om Shepherd, McDonough, Caperton, 


Washington, 
Masoge, The Mutual Benefit Life Ins. Co. St. Joseph Farm Loan Branch Office, St. Joseph, Missouri; 
alte Shepherd & Goldsmith, Charleston, 


D. C.; Kenneth S. Lawrence, Assistant 


West Viriginia. 


FIFTH ROW: unidentified; J. S. Manning. Texas farm & loan agent, Federal Life Ins. Co., Fort 


Worth; R. L. 
E. B. Land, field representative, Phoenix Mutual 
manager, Union Central 


Van Buren, Indiana. 


Armstrong, assistant secretary, Northwestrn Mutual 
Life Ins. Co., DeKalb, Illinois; E. J. 


Life Ins. Co., Cincinnati; and L. 
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sife Ins. Co., Milwaukee, Wisc. ; 
McVey, farm 
Bank, 


M. Hydorn, Van Buren National 
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Prof. N. S. Hadley, assistant pro- 
fessor of agricultural economics at Pur- 
due: The limited grain producing areas 
of the world relative to roughage and 


pasture producing areas make grain 
crops more profitable in areas where 
they are adapted. In the Corn Belt 


this means that a crop rotation should 
be planned which gives as much em- 
phasis to concentrated grain crops as 
possible and yet maintains fertility of 
the soil. Corn should be given first 
place in a rotation since records in a 
number of Corn Belt states indicate it 
to be the most profitable staple crop in 
the Corn Belt. Alfalfa 
clover are the best producers of rough- 


Al- 


and sweet 
age and soil improving materials. 
falfa is also a high profit crop. 


Dr. O. B. Jesness, head of the de- 
partment of agricultural 
University of Minnesota: Technologi- 
cal improvements have made it possible 
for a decreasing proportion of the popu- 


econom'cs, 


lation to provide the farm products 
needed by the market. In fact, the farm 
population today is smaller than in 1910 
while the total population increased over 


Rural 


birth rates are at a level where employ- 


50 percent during this period. 


ment opportunities for a considerable 
excess above farm replacement needs 


remain important. 





A. G. Brown Dr. E. C. Younc 
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Dr. O. B. Jesness 


Dr. Joun D. Biack 


Farmers are interested in non-agri- 
cultural wage and price policies. ‘They 
gain from a high level of real income 
earned by a large volume of employ- 
ment and efficient production. Farmers 
are important buyers and therefore are 
concerned over wage rates and prices 
which add to their costs and thereby 
reduce their net. 

The tendency of labor, industry and 
agriculture is to place too much stress 
on prices and wage rates and not enough 
on production. 


Devil Take Hindmost 
Theory Is Out! 


A. G. Brown, deputy manager of 
the American Bankers Association and 
head of its agricultural credit activ- 
ities: During the war some deep think- 
ing and planning has been done to 
mobilize banking in support of small 





business and. in support of agriculture to 
make sure that bank credit will be made 
available to every competent man, firm 
or corporation that needs it for a con- 
structive purpose. Banking will see 
that small business lives—and a prin- 
cipal kind of small business is the fam- 
ily-type farm. Banking will see that 
industry and agriculture have the op- 
portunity to grow and to prosper. 

There is a growing realization among 
bankers and other institutional lenders, 
that there is no longer a proper place 
for the old attitude held by some that 
they are in business only to make profit. 
Service to the customers and to the 
community has become much more 
prominent in the thinking of lenders. 

Banks occupy a key spot in our whole 
business structure, and they hold a 
position of tremendous influence in our 
igricultural economy. Thus, the banker 
can help build genuinely toward a 
sound and prosperous agriculture on a 
continuing basis. ‘They cannot afford 
to base their program on the ancient 
proverb “I?ll take my profit and let the 
devil take the hindmost.” 

If we expect to effect a gradual re- 
trenchment of governmental activities 
in the farm lending field, private lend- 
ers will have to assume an 
attitude of public responsibilty. 


(Continued next 


increased 


page) 
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PURDUE SEMINAR 
(Continued from preceding page) 

Dr. Earl L. Butz, head of Purdue’s 
agricultural economics department and 
organizer and conductor of the Sem- 
inar: Although the level of farm real 
estate prices has increased approximately 
four-fifths since the war started, there is 
considerable evidence that it will con- 
tinue to advance for the next year and a 
half or two years. Peak prices will not 
be reached before the winter of 1947 
and 1948. Considerable spottiness will 
probably develop in the real 
market. It will be four or five years 
after peak prices are reached before 


estate 


farm real estate prices again decline to 
their current levels. However, farms 
will be difficult to sell after the peak 
is reached, even though quoted prices 
may be higher than those now current. 


Farm mortgage lenders should fol- 
a lending policy of “intelligent 
conservatism” in the immediate future. 
They should continue te assist young 
farmers who are buying farms on such 
a basis that they can pay out. They 
should make certain that such purchas- 


low 


ers have a fairly substantial equity in 
the farms they are buying, that they are 
getting good land, and that their in- 
debtedness will be reduced to a conser- 
vative level within a couple of years. 

Henry J. Barre, head of the depart- 
ment of agricultural engineering at 
Purdue: Development of farm build- 
ing has been notoriously slow compared 
with the development of farm machin- 
ery. The tendency has been to keep 
old buildings in repair and, when re- 
building becomes necessary, merely to 
replace old structures with others of the 
same kind. After 25 years of badly 
needed repair, a tremendous market 
awaits manufacturers of material in the 
rural field. 

Some sort of new wall 
panel, which would incorporate the es- 
sential requirements of a roof and wall, 
is badly needed. Great progress has 
been made in devising new methods of 
handling livestock to eliminate much of 
the hard work on farms and this, in 
turn, will call for innovations in farm 
building construction. 


We don’t need 


low-cost 


as many different 


Dr. Earl Butz, Conductor of Purdue Seminar, 
Named Head ot Agricultural Economics 


More than to any other person, the 
success of MBA’s Farm Mortgage Semi- 
nars can be attributed to Dr. Earl L. 
Butz who did a most efficient and cap- 
able job in organizing the course, ar- 
ranging for the speakers and conducting 
the sessions. Those attending this year’s 
Seminar were keenly aware of the debt 
they owed Dr. Butz and presented him 
with some attractive traveling accesso- 
ries as a token of their admiration for 
his efforts. 

Associate professor of agricultural 
economics since 1942, Dr. Butz has 
been named to suc- 
ceed Professor O. 
G. Lloyd as head 
of the department 
of agricultural ec- 
onomics at Purdue. 

Professor Lloyd’s 
voluntary retire- 
ment as head of 
the department to 
devote his full time 
Dr. E.L. Butz to research work 





was announced recently. 

Dr. Butz will be automatically ad- 
vanced to the rank of full professor 
when he assumes his new duties. 

A 1932 graduate of the Purdue 
School of Agriculture, Dr. Butz was 
reared on a 250-acre farm near Albion. 
Rated a distinguished student in under- 
graduate days, he was active in extra- 
curricular affairs, serving as editor in 
chief of the student daily and as a 
member of the varsity debating team. 


After graduation, he continued at the 
university, obtaining the doctor’s degree 
in agricultural economics in 1937, at 
which time he joined the staff as an in- 
structor. He was granted. a year’s leave 
to serve with the Brookings Institute to 
write a book, The Production Credit 
System for Farmers, which summarizes 
his year of research work. He is also 
the author of several Purdue bulletins 
and is a frequent contributor to publica- 
tions in the farm management field. 


sizes and types of farm buildings as we 
once thought we did, but what we need 
are buildings that are more readily con- 
vertible to different uses. Demount- 
ability of the larger type of buildings is 
highly desirable. 

Ronald H. Bauman, of the agri- 
cultural economics extension division at 
Purdue: Farm mortgage lenders should 
give increased attention to the pattern 
of livestock production which should 
be followed on farms given as security 
for loans. ‘Throughout the Corn Belt 
a good livestock farmer consistently 
has a higher net farm income than a 
good crop farmer. In consequence, the 
debt paying capacity of the well oper- 
ated livestock farm exceeds that of the 
well operated grain farm. On the 
other hand, a poorly operated livestock 
farm makes less income than a typical 
grain farm. Care should therefore be 
exercised that the livestock enterprises 
are well handled in cases where money 
is being loaned on a livestock farm. 


LAND VALUES RISING 
MORE THAN WE REALIZE 


“The debt load of any farm mort- 
gage must be within the debt-carrying 
capacity of that farm. This means that 
we figure the normal long-time income, 
deduct the operating costs and the fam- 
ily living and then be sure that we 
have enough for loan service.” 

This principle in farm mortgage 
lending was enunciated by Warren 
Garst, of the Home State Bank at 
Jefferson, Ia., and member of the ABA 
Agricultural Commission, in his talk 
before the regional Savings and Mort- 
gage Conference under the auspices of 
ABA, 

Mr. Garst based his deduction upon 
a study of the return on farm mortgage 
loans in 30 counties of three States. 
“Tt was found,” he reported, “that 90 
per cent of the financial difficulties of 
the farmers on these farms were tied 
in with the net income of the farm 
and the size of the debt load in relation 
to that income.” 

Only farms in the best area yielded 
a profit. From the others, losses ranged 
from $43 to $517, and the number of 
farms acquired from 6% to 48%. 
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Farm Loans Are Hard to Find 


Like city loans, good farm mortgages 
are few and far between but there may 
be a change coming before not too long 


ARMERS who want to borrow 
money on their property are as scarce 
as butter and beefsteaks. 

Bankers, life insurance officials and 
other mortgage lenders gathered at La- 
fayette, Ind., for a seminar sponsored 
by the Mortgage Bankers Association 
of America and Purdue University 
agreed that competition for the priv- 
ilege of extending farm credit is keener 
than ever before. 

“At some farm sales, there are as 
many men present who want to make 
loans as there are potential buyers,” ac- 
cording to R. L. Armstrong, assistant 
secretary of Northwestern Mutual Life 
Insurance Co. 

The drying up of the farm mortgage 
market reflects in part the steady coun- 
trywide liquidation of farm debt—a 
trend contrary to that after the last 
war. Farm mortgages, following the 
upward sweep in land prices that started 
in 1914, reached a peak of $10 billion 
in 1923. They were down to $6.5 
billion by 1941 and are now about $5.1 
billion. 

While the total declined during 
1945, a number of mortgage experts 
here for the five-day meeting think a 
reversal of this trend may be near. 
Norman J. Wall, chief of the De- 
partment of Agriculture’s division of 
agricultural finance, noted that the 
number of farm mortgages increased 
in 20 states last year. Soon farmers 
will again be able to put up new build- 
ings, buy machinery more freely and 
find other outlets for their ready cash. 

Other lenders think the turning point 
in borrowings won’t come until com- 
modity and farm prices begin to soften, 
leaving farmers with less ready cash to 
finance land purchases. For the longer 
term, they, foresee an increase in mort- 
gage indebtedness as farm ownership 
in the next few years passes to a young- 
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By JOHN A. McWETHY 


er generation with less accumulated 
money. 

The size of mortgages has crept up 
with rising farm prices. Mr. Wall 
reported that “many mortgages being 
made today are larger than the price 
farms sold for three years ago.” An 
insurance firm’s mortgage man recalled 
that a loan he made recently on an 
Illinois farm was larger than the price 
at which his company sold the same 
property ten years ago. 





Mr. McWethy is manager of 
the Chicago office of the Wall 
Street Journal and covered our 
Mortgage Bankers Farm Seminar 
at Purdue. This is the story he 
wrote after talking to many of 
those who attended. Whether you 
ever made a farm loan or not, 
youll find his article of real im- 


portance at this time. 











A major factor in the stiff compe- 
tition for farm loans is the larger sup- 
ply of investment money available. 
Deposits of banks in the rich agricul- 
tural areas have skyrocketed in line with 
the rise in farm income. One bank in 
the wheat country of North Dakota, 
for instance, had deposits of $200,000 
before the war; now they total $2 
million. The bank is trying to boost 
its volume of farm loans. In some 
states like Ohio, building and loan as- 
sociations are active bidders for farm 
mortgage loans. 

Trying to scrape up more mortgage 
business, several leading insurance com- 
panies have worked out a cooperative 
arrangement with country banks. John 
G. Hibbard, supervising appraiser for 
the Prudential Insurance Co. in Minne- 
apolis, explained that his company’s 
plan makes it possible for local banks 
to go safely into farm mortgages. 


The bank, he explained, digs up 
prospective borrowers, and writes a 
mortgage which it may turn over to the 
Prudential any time up to two years. 
In return, the insurance firm guarantees 
the loan, does the appraising, handles 
other details of drawing up the mort- 
gage and pays the bank a commission 
ranging from % of | percent to 1% 
percent on the face amount of the loan, 
depending on when Prudential assumes 
the loan. This commission is paid at 
the time the insurance company takes 
over the mortgage. While the bank 
holds the paper, it collects the specified 
rate of interest. 

As the amount of available mortgage 
business has dwindled, individuals have 
been making an increasingly large pro- 
portion of all farm loans. While the 
companies represented at the seminar 
are not, in most cases, loaning more 
than 50 percent or 60 percent of the 
price at which farms are selling, in- 
dividuals are reported to -be taking 
mortgages for as high as 75 percent to 
90 percent of the purchase price. 

Private lenders, too, are willing to 
settle for lower interest rates. A few 
5 percent and 6 percent loans are being 
made, but the average loan in the corn 
belt states of the Middle West and the 
Great Plains states like the Dakotas, 
Kansas and Nebraska — where the in- 
surance companies do most of their 
farm lending—is made at 4 percent or 
41% percent. In numerous instances, 
however, farm mortgages have been 
made at 3 percent or 3% percent, 
mostly by banks and individuals. 

While those attending the meeting 
here don’t anticipate any immediate 
trouble in farm real estate generally, 
they’re worried about what may happen 
in individual cases. The longer-range 
outlook bothers them, too, as they re- 
member what occurred after the last 
war. 











In 1921, four out of every 1,000 
farmers in the country lost their farms. 
This rate increased to 18 per 1,000 in 
1926. Many struggled to hang on to 
their farms only to lose them in the de- 
pression of the °30’s. In 1933, the 
rate of forced sales reached 50 per 
1,000 farms, and 50 percent of all 
farm loans were delinquent. Life in- 
surance companies alone by 1937 had 
$634 million in farms they had been 
forced to take over. 

In sharp contrast to the last war, a 
majority of farms are now selling for 
cash. Second mortgages are a rarity 
since holders of these liens, in case of 
default, can collect only after the first 
mortgage holder is satisfied. One lend- 
ing agent recalled that when the farm 
real estate bubble burst after World 
War I, second mortgages accounted for 
many foreclosures. Often they were 
made without regard for a farmer’s 
ibility to repay, sometimes by firms that 
got into distress about the same time 
the farmers did. 

What’s going to happen to farmland 
Dr. Earl L. Butz, pro- 
fessor of agricultural economics at 
Purdue and director of the seminar, 
analyzes the situation this way: 


prices now! 


“Farm real estate prices will move 
up for another one to two years, reach- 
ing a peak not before late 1947 or 
1948. Prices may then drop to 1944 
or 1945 levels over the ensuing four or 
five years. Farms will be difficult to 
sell after the peak is passed, even though 
land prices may not yet have declined 
to levels now current.” 

Where have farms increased most in 
Government statistics, which 
are averages for entire states, show 
Kentucky with its burley tobacco farms 
has shown the biggest rise. Farmland 
in Kentucky is selling at 127 percent 
of the 1935-39 average and. some 10 
percent over the World War I peak. By 
contrast, Corn Belt farms have shown 
1 much smaller average price rise and 


price! 


ure, generally speaking, still below the 
highs set after the last war at the in- 
flationary peak of 1920. Main reason 
for this is that insurance companies 
were disposing of farms they held as 
the boom got under way. Most of 
these farms were in the Middle West. 
This supply of farms overhanging the 


6 








MBA Committee 


The farm loan section of MBA’s 
educational committee can point with 
pride to another important contribu- 
tion with the completion of the As- 
sociation’s second annual Mortgage 
Bankers Farm Seminar. This activ- 
ity, established during the adminis- 
tration of Past President L. E. 
Mahan, will be continued if mem- 
bers want it. The farm loan section 
of the committee this year was head- 
ed by Lester W. Miner, assistant vice 
president of the First National Bank 
of Chicago, and included C. B. 





Frank McCare 


Lester W. MINER 


Briggs, Lincoln National Life, Fort 
Wayne; Kenneth King, The King 
Mortgage Company, Denver; and 
W. P. Hiltabrand, John Hancock 
Life, Boston. Frank J. McCabe Jr., 
MBA’s Director of Education and 
Research, represented the association 
throughout the Seminar. 

MBA started this Seminar in an 
effort to revive the interest of private 
investors in the farm loan field. We 
regard it as a public service and hope 
that members will want to see it con- 
tinued. 








market had a tendency to keep prices 
down. Now, insurance companies have 
sold just about all the farms they ac- 
quired during the depression. 

Interviews with some of the 30 farm 
mortgage men attending the meeting 
here make it possible to read between 
the official figures. Here are a few 
examples of their reports: 

Farms around cities have moved up 
sharply in price. Those of 40 to 80 
acres near Michigan industrial com- 
munities, for example, are bringing 
$300 to $350 an acre. 


True D. Morse, president of the 
Doane Agricultural Service, a farm re- 
search and advisory agency, said many 
of these city farm buyers are going to 
run into trouble because they “want 
scenery, streams and woods.” These 
farms are making money right now, 
but they won’t be profitable in normal 
times, he suggested. 

An investor who bought a good farm 
about the time the war started, and who 
didn’t exhaust the soil through too- 
intensive cultivation, should have ob- 
tained an annual net return of 7 per- 
cent or 8 percent up to now on his in- 
vestment, Mr. Morse declared. In 
terms of present prices, he added, the 
return would probably be around 4 
percent. 

Another seminar visitor told of a 
farm in the drought area of eastern 
Colorado where wheat and sorghums 
are grown, offered before the war for 
$5 an acre. With land in this section 
returning $20 an acre last year, the 
owner now won’t sell for $50 an acre. 

In the heart of the Corn Belt, some 
farms are selling for over $400 an 
acre. A 240-acre place near Blooming- 
ton, Ill. sold recently for $405 an acre. 
It would have brought about $200 in 
1941 and might have been offered. as 
low as $100 at the depression low. 

Some of the country’s best wheat 
land, in the Texas- Oklahoma Red 
River Valley, is reported to be selling 
for $50 an acre compared with a de- 
pression low of $15 or $20. 

On the fringe of the dust-bowl in 
Eastern Kansas, farms are bringing 
around $60 an acre roughly 50 percent 
higher than in the depression period, ac- 
cording to Joseph B. E. Brumfield, 
assistant farm loan supervisor for the 
Penn Mutual Life Insurance Co. 

Cotton farms 80 miles or so south of 
Fort Worth are selling for about $150 
an acre, as against $80 or $85 just be- 
fore the war. J. S. Manning, Texas 
farm and loan agent for the Federal 
Life Insurance Co., explained that at 
the peak in the last war this land moved 
at $300 an acre. 

Ranch land where sheep are grazed 
in West Texas has been selling for 
around $35 an acre, which, one man 
here said is “about double its long time 
value.” 
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G. I. Loan Program Is Our Baby! 


The chairman of MBA’s G.I. Loan Committee 
tells you frankly why the success of the 
program is a “must” for mortgage bankers 


THE G.I. lending program is the 

most important factor in the mort- 
gage business today. There will be more 
than 13 million veterans eligible for 
home loan guaranties in the next dec- 
ade. In Baltimore, for example, it is 
estimated that there will be in excess 
of 100,000 eligible veterans. This is 
approximately one-half as many veter- 
ans as there are houses in the city. The 
VA expects to approve over 13,000 ap- 
plications in the next two years. At the 
present loan average, this would mean 
a total of $60,000,000 in mortgages. 
According to the 1940 census, the total 
mortgage indebtedness of all single fam- 
ily owner-occupied dwellings in the city 
was only $48,000,000. 

No institutional lender can look for- 
ward to a large volume of residential 
mortgages without planning to be ac- 
tive in G.I. lending. But admitting its 
importance as it may affect the volume 
and type of our mortgage business does 
not mean that we appreciate the real 
importance of the program. The prob- 
lem of housing for veterans has a social, 
political and economic aspect of tre- 
mendous potential. 

We are doing too much flag waving, 
talking too much of “the poor veteran”, 
expressing too much concern with our 
obligation to the returning G.I. 

No matter how right and noble that 
attitude may be, it is mot the reason 
that this problem demands a solution. It 
is mot the reason that the G.I. program 
must succeed. There is a more im- 
portant reason than obligation to the 
veterans, a more practical reason that 
will be with us when our sense of obli- 
gation may have worn very thin. 

Let’s be realistic. The 13 million 
men we are talking about are largely 
between 20 and’ 40. For years to come, 
they will be the most active, vital and 
vociferous group in this country. They 
will furnish our future leaders in labor, 
business and government. They repre- 
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By JAMES W. ROUSE 


sent the group that this country can 
least afford to set apart with either a 
special privilege or a special grudge. 
That’s why the veterans housing prob- 
lem demands a solution. That’s why this 
program must succeed. 

These 13 million men must be ab- 
sorbed back into our society as smoothly 
and as quickly as possible. Those who 
seek to establish a home must have a 
just and reasonable opportunity to do 
so; and if we fail, we will pay a heavy 
price for that failure. We will have 
ignited. a spark that every crackpot and 
demagog for the next 20 years will fan 
into a roaring flame of special privilege. 

Note carefully that it is not merely 
an opportunity but a just and reasonable 
opportunity with which we must be 
concerned, 


Therein lies our problem of the 
future. We must solve the veterans’ 
housing problem justly and reasonably, 
not simply because the country loves the 
veteran and wants to do its bit, not out 
of a sense of obligation to the veteran 
but because if we don’t we will have 
planted a bitter grudge in the hearts and 


minds of the most vital and vigorous 
group of men in this country. 

Let’s begin with the dangers. Most 
of us are well aware of the basic fac- 
tors in this program from which the 
dangers stem but it may crystallize our 
thinking to spell them out here: 

First, it is a program of 100 per cent 
financing. 

Second, 100 per cent financing means 
not only the elimination of any margin 
of value which might protect the secur- 
ity of the mortgage but it means also 
the absence of the usual borrower mo-. 
tivation to protect his cash equity. 

Third, many veterans 
pressure, of the housing shortage are 
buying and mortgaging with little con- 
ception of the burden of debt they are 
assuming. It is simply a matter of find- 
ing a place to live at so much per month. 
We can expect a general lowering of 
the so-called moral attitude. 

Fourth, the program establishes a 
system of financing with almost no ap- 
praisal control. Appraisal practices have 
become so loose that in many areas they 
approach the scandalous. It is inevitable, 
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even with improvement, that with thou- 
sands of doubtfully qualified fee ap- 
praisers, appraisals will be non-uniform 
and, to say the least, unscientific. 

Fifth, we are facing our largest 
building boom with a system of financ- 
ing that requires no standards of con- 
struction, design, livability or functional 
plan; which exercises no controls over 
site or neighborhood development and 
which requires no inspections during 
construction. 

Sixth, all of this is in a market in 
which the demand is so acute and the 
shortage so severe that even our old 
anchor to windward, the well-informed, 
intelligent buyer, has gone into hiding. 


Veterans, to find shelter, willingly sign , 


contracts to purchase that which they 
have never seen at whatever price may 
be asked. 

Seventh, the mortgage lender is able 
to rest on a large cash guaranty which, 
with a minimum of prudence on his 
part, should cover his risk. 


There are plenty of dangers 
to leok out for in G.I. loans 


Here, then, is a program of maxi- 
mum financing with a minimum of un- 
derwriting, a program in which buyer 
and. seller are insulated from the forces 
which might normally operate to pro- 
duce a sound house at a reasonable price 
—the buyer by his absence of equity, 
the seller by the almost unlimited de- 
mand for anything in which to live. 

The dangers in such a program are 
obvious and immediate. They are here 
—they are not merely vague future 
possibilities. From an economic stand- 
point, there is the danger that we may 
build a real estate financing structure so 
artificial and unstable, so far in excess 
of the values on which it is built, that 
it will collapse of its own ponderous 
weight. 

In such event, millions of veterans 
will find themselves saddled with a 
mountain of debt well beyond the value 
of their houses, The government will be 
called upon to make good billions of 
dollars in guaranty and all real estate 
values and mortgage security wil] be 
seriously threatened. 

But more important, there is the 
danger of failure in our effort to solve 
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our basic problem of furnishing the vet- 
eran a just and reasonable opportunity 
to establish a home. The danger that the 
very program designed by Congress to 
provide the maximum opportunity may 
threaten the justness and reasonable- 
ness of that opportunity; that its liberal 
terms, freedom from controls and re- 
duction of mortgage risk may, by assur- 
ing so broad an opportunity, threaten the 
justness and reasonableness of that op- 
portunity. 

For can we say that the veteran who 
is charged a premium for shelter thou- 
sands of dollars in excess of actual re- 
production cost is given a just and rea- 
sonable opportunity? 

Will we be able to say it was just and 
reasonable if, a few years from now, 
the veteran finds his new house was 
poorly-built, poorly-planned, _ poorly- 
protected? Will it have been just or 
reasonable. if these 13 million veterans 
are housed but also are unmercifully 
hooked? That is the danger we face! 
Now whose responsibility does this be- 
come? 

Did Congress forget about the just- 
ness and the reasonableness of the op- 
portunity? Didn’t Congress care what 
the veteran got or at what price he got 
it? Did Congress overlook the possibility 
of inflating prices, reckless buying and 
careless lending? Did Congress con- 
sider construction, design, livability and 
protection of no importance? Did Con- 
gress carelessly or intentionally establish 
a program as loose and as dangerous as 
I have outlined? 

Most certainly not! This program is 
not by chance. The G.I. Bill was recon- 
sidered and specifically amended in 
order to establish it. Congress conscious- 
ly, deliberately and with unmistak- 
able clarity wrapped up the full respon- 
sibility for the Aimd of an opportunity 
the returning veteran gets and trans- 
ferred is from the VA. And where did 
Congress transfer it? To you and to 


' 
me. 


Congress has put the burden 
of making it work upon us 


There can be no doubt where this 
responsibility rests. Whether we like it 
or not, whether we wanted it or not 
and however it may have got there, it 
is ours. This is not a National Housing 


Act in which someone else is charged 
with the responsibility for “economic 
soundness”; nor is this a bonus bill in 
which Congress has simply made a grant 
and written it off the books. Losses are 
expected and some veterans will in- 
evitably get hurt. But, where will Con- 
gress, the country and the veteran look 
if this program becomes a_ national 
disgrace? 


How are we going to meet 
our G. I. responsibilities 


We must say either that Congress 
intended this to be an utterly irrespon- 
sible program or we must admit that the 
responsibility was passed to us. There 
is no evidence to support the first alter- 
native and there is ample evidence to 
support the latter. It’s our baby! 


I do not mean to imply that unscrup- 
ulous brokers, irresponsible. builders or 
reckless appraisers can shake the burden 
of their blame. Their participation in 
this program demands. conscientious 
fulfillment of their obligation and their 
failures will be bitterly condemned. 


But this is a financing program. It is 
a direct grant of trust to the mortgage 
lender. Congress, to assure maximum 
workability, freed that grant of the 
customary governmental red tape. 


Automatic guaranty, appraiser se- 
lected by the lender, borrower approved 
by the lender—these procedures put in 
our hands and in our hands only the 
underwriting control of the program. 
We alone are in a position to determine 
the kind of an opportunity for shelter 
which the veteran is afforded. How, 
then, shall we discharge that respon- 
sibility and what opportunities does it 
present? 

Since 1933, you and I have seen a 
progressive increase in the controls ex- 
ercised by government over business. 
With each new control we have heard 
the bitter protests of “government in- 
terference with free enterprise.” Each 
new act of Congress has meant a new 
control and a new protest. In the mort- 
gage business, we protested the National 
Housing Act and the creation of FHA. 
We have protested the public housing 
program, we protested the controls in 
the Patman Bill and we are now pro- 
testing the Wagner-Ellender-Taft Bill. 
Sincerely and justifiably, we have fought 
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the concentration of power in the fed- 
eral government and begged that busi- 
ness be given a chance. 

Well, here it is. Here Congress has 
said, “this is what we want done and 
here is the protection—but with no 
controls. Run it, free enterprise! Make 
it work!” Are we so anesthetized by 
government domination that we cannot 
feel this challenge? Here is the oppor- 
tunity we have been asking for. Not a 
thin, emaciated, quivering opportunity 
but a huge, powerful, vital opportunity. 
For years we have been protesting 
against controls and insisting upon our 
capacity to perform. What an oppor- 
tunity this program presents! 


Let’s stop for a moment 
to look at our business 


In the spirit of this challenge let’s 
take a good look at our own business— 
the mortgage business. Let’s see what 
we do for a living and how we do it. 
Let’s see how well equipped we are to 
meet this opportunity. 

We can begin by agreeing, I believe, 
that the mortgage business has changed 
radically in the past 10 to 15 years. No 
longer is the attitude of doing a favor 
associated with the acceptance of a 
mortgage application. No longer is a 
mortgage instrument framed solely to 
provide the maximum protection, the 
greatest liquidity, the minimum risk for 
the lender. The borrower has become an 
important fellow who is treated as a 
customer and whose problems are rec- 
ognized by mortgage plans that provide 
security for him as well as the lender. 

Large mortgage companies and mort- 
gage departments have been established 


to handle loan applications promptly. 


and efficiently. Low-cost construction 
financing is a standard service. Thou- 
sands of dollars are spent on advertis- 
ing and business is solicited by trained 
salesmen. Mortgage clinics are held to 
help us learn more ways to do more 
business and to handle it more effi- 
ciently. 

We all know what has happened. The 
law of supply and demand has operated 
overtime. Vigorous competition has re- 
placed indifference. Lending money on 
the security of mortgages has ceased to 
be a casually operated side line—it has 
become a full-fledged business. We 
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face this responsibility and the oppor- 
tunity which it presents as a strong go- 
ing business, well-equipped, well-staffed 
and efficiently-operated. 

Are we big enough for such a re- 
sponsibility and such an opportunity? Is 
our concept of our business and the 
direction of our thinking such that we 
can handle the assignment? Let’s look 
at our record—and our hopes. 

During this same period (but begin- 
ning somewhat sooner) in which the 
mortgage business has experienced its 
greatest growth and change, there have 
been important developments in the field 
of housing. “Housing” has come to 
mean a great deal more than the as- 
sembly of brick and mortar at a profit. 
It has become a problem of the broad- 
est public interest. 

As a country we have become. vitally 
concerned with slum and blight, with 
planned and protected neighborhoods, 
with improved design and functional 
plan, with obsolete building codes and 
new production methods, with housing 
needs and with the distress which 
results when these needs are not met. 
As a community of people, we have 
come to recognize housing as an im- 
mense community problem. We have 
become housing conscious. 

But what is the record of the mort- 
gage business in this picture? What is 
our interest in it and what has our con- 
tribution been? 


Mortgage men are vitally 
concerned with housing 

Obviously our interest is vast, first, 
because of the opportunity for invest- 
ment, and, second, because through our 
investment we have by far the greatest 
stake in housing and therefore in all its 
risks and problems. Surely there can be 
no group more vitally concerned with 
all the problems of housing than the 
mortgage lender. Construction, design, 
livability, neighborhoods and _ housing 
needs—these are the foundation stones 
of the mortgage business. These are our 
immediate and our, long range prob- 
lems. We are concerned more intimate- 
ly than any other single group in this 
country with the whole gamut of hous- 
ing’s problems. 

That is our interest but what of our 
contribution? Are the results of our 


contribution appropriate to the extent of 
this interest? Let each of us look at his 
own record. We agree that we have 
improved immeasurably our methods of 
doing business. We render a more effi- 
cient, consideraté, intelligent service at 
a greatly reduced cost to the borrower. 
We do a much finer competitive jo of 
getting and handling business. 

But our contribution in solving the 
recognized housing problems has been 
neither an: extensive nor an impressive 
one! Whatever effect we may have 
produced has been largely through the 
negative action of refusing to finance 
that which has failed to meet our 
standards. We have not been the lead- 
ers in attacking such problems as slum, 
blight and obsolete building codes. We 
have not taken the initiative with re- 
spect to the improvement of design, 
livability or neighborhood planning. 


Says we had better shake 
ourselves hard right now 

We can say, and with some justifi- 
cation, that it is only in recent years 
that the breadth of our interest and our 
activities, the scope of our coverage and 
the general efficiency of our organiza- 
tions would have permitted us to make 
an effective contribution; and, further, 
that for 10 years we have been some- 
what shielded from the necessity for 
taking the initiative, as FHA has as- 
sumed the responsibility for us. 


But be that as it may, the respon- 
sibilities we now face demand affirma- 
tive constructive action. Negative un- 
derwriting and selection of risk are not 
enough. Much more is expected of us 
and much more is required if we are to 
fulfill our responsibility and meet our 
opportunity. Just as our business has 
grown in the method of operation un- 
der the pressure of competition so must 
it now mature in its purpose of opera- 
tion under the pressure of responsibility. 


If we are to perform the role of the 
mortgage banker in the G.I. lending 
program, if we are to fulfill our re- 
sponsibility and an opportunity, if we 
are to ea¥n for our business the respect 
of this country, including its 13 million 
veterans, and. to avoid among these same 
men the bitterest and the blackest of 
reputations, then we must shake our- 
selves hard and awaken quickly to a 
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brand new sense of responsibility. We 
can well be proud of the excellence of 
our service to veterans in the prompt and 
efficient handling of their loan applica- 
tions but this is not enough. 


Suggests improving our 
practices in appraising 

We must concentrate the attention of 
our business, individually and through 
our local and national associations, on 
a multitude of problems which we have 
not previously regarded as being our 
responsibility. Beginning now we must 
substantially improve the loose appraisal 
methods and. practices. We must estab- 
lish standards and principles of appraisal 
practice and insist upon their being fol- 
lowed. We must be alert to bad apprais- 
ers and bad appraisals. We must be on 
top of this loose appraisal system and 
pull it together. 

I will not attempt to suggest in de- 
tail the kind of organization which 
this requires or how far it should go. 
This will with the size of the 
problem in different communities. In a 
large city an appraisal organization may 


vary 


be necessary, supported by the mortgage 
lenders, to set appraisal standards, cost 
minimum 


design 


factors, standards of con- 
struction, and neighborhood 
planning. It may be necessary to have 
such an organization spot-check ap- 
praisals and call unsatisfactory apprais- 
ers before it. 

We must work closely with apprais- 
ers, builders and real estate brokers. We 
must remind them constantly” of their 
responsibility and of ours, and we must 
unhesitatingly call to their attention any- 
thing which we know to be unjust or 
unreasonable for the veteran. 


We must take the initiative in im- 
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proving construction design and land 
development. It is not enough for us to 
accept with reluctance or to reject sub- 
standard construction, bad design, poor 
planning. We must correct it. The vol- 
ume of which many of us 
handle, including particularly the large 
life insurance companies, is sufficient to 
justify the employment of architects 
and engineers in order to assure the 
best possible result in new housing con- 
struction. 

This G.I. bill is our responsibility and 
our opportunity. Congress might well 
have said to us, “mortgage lenders, there 
can be no group with a deeper or more 
vital interest in housing than you. We 
have now a special housing problem— 
furnishing the veteran a just and reason- 
able opportunity to establish a home. 
We have designed a program to provide 
the maximum of opportunity but we 
have left its administration fundament- 
ally in your hands. For 13 years you 
have protected against federal controls 
—this program has no controls. Here is 
what you have been asking for. Good 
business, good politics, selfish interest 
all demand that you administer it well 
—be sure you do.” 


PEOPLE AND EVENTS 
Are We Riding for a Fall? is the 


title of an article in the forthcoming 
National Real Estate Journal by Vice 
President Guy T. O. Hollyday . . . it’s 
a warning that some present-day prac- 
tices in handling G. I. business are likely 
to mean trouble later . . . Jay F. Zook 
of Cleveland formerly with the Na- 
tional Life Insurance, has formed his 
own Company, Jay F. Zook, Inc. and 
is mortgage correspondent for New 


York Life. .. 


business 





WANTS U.S. AGENCY TO 
BUY G. I. FARM LOANS 


Authority for the Federal Farm 
Mortgage Corp. to buy veterans’ farm 
loans directly from local banks, is pro- 
vided in a bill introduced by Senator 
Olin D. Johnston, of South Carolina. 

Citing correspondence from bankers 
and veterans’ organizations, Senator 
Johnston said that farm loans to vet- 
erans under the G. I. Bill face possible 
constriction because “responsible lend- 
ers may find themselves unable to make 
such loans in the volume needed by vet- 
erans in their local communities, unless 
the lending agencies have a dependable 
secondary market where they can sell 
loans already made, in order to obtain 
funds with which to make additional 
loans.” Members will recall that Sen. 
Johnston has been interested in the sec- 
ondary market for all G. I. loans. 

Pointing out that the Federal Farm 
Mortgage Corp. was the “proper agen- 
cy to provide this secondary market,” 
Senator Johnston proposed legislation in 
his bill to add to Sec. 4 (b) of the Fed- 
eral Farm Mortgage Corp. Act, a sen- 
tence authorizing the corporation to buy 
for cash such Sec. 502 G. I. Bill loans 
as its board of directors finds appropriate. 

Legislation to provide a secondary 
market for veterans’ loans is unneces- 
sary, the Senator said. Recalling that 
he had broached the need for such a 
market to George E. Allen, a director 
of the Reconstruction Finance Corp., 
Senator Johnston told the Senate that 
Mr. Allen “devised an arrangement” 
which was agreeable to Veterans Ad- 
ministrator Omar N. Bradley, under 
which the RFC Mortgage Corp. will 
provide the secondary market for G. I. 
home loans, under existing legislation. 
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MORTGAGE MAN AVAILABLE 


Thoroughly experienced all phases mortgage 
business. Knowledge and ability to get volume of 
good loans. Capable of handling large organiza- 
tion and wide territory. Excellent connections in 
several states. Satisfactorily employed in mortgage 
loan business; interested only in larger territory 
and/or more responsibility and bigger business 
connection. Prefer Southern States. Consider other 
parts of U. S. Will travel part time. Minimum 
salary $9,000. Write in confidence to Box 119, 
Mortgage Bankers Association of America, 111 
West Washington Street, Chicago 2, Illinois. 


The Mortgage Banker @ July, 1946 








Chapters 








The Nebraska MBA has just con- 
cluded its most important activity of the 
year, its annual short course in land 
valuation and management sponsored 
in cooperation with the Department of 
Agronomy of the University of Nebras- 
ka. George Salladin, Chapter president, 
and Nebraska representative of Mutual 
Benefit, was one of the principal speak- 
ers. The program consisted of morning, 
afternoon and evening sessions. 


William M. Coffin, loan guaranty 
officer of the VA in charge of the 
Southern Ohio District, discussed GI 
loans at the recent meeting of Cincin- 
nati MBA. C. P. Kennedy, E. C. Ed- 
monds, Harry Niemeyer and Robert J. 
Ott have been named to a convention 
committee to arrange plans for the na- 
tional convention of MBA. K. H. 
Eden, also of the Southern Ohio office 
of the Veterans Housing Administra- 
tion, was present at the meeting. 


Iowa MBA also held an interesting 
one-day regional meeting recently. 
Frank Charleton of Bankers Life’s 
farm mortgage department spoke on 
current trends in farm mortgage lend- 
ing and E. R. Haley of Genera] Mort. 
gage Corporation of Des Moines han- 
dled the same subject for city loans. 


At the afternoon session, Ear] Linn 
acted as moderator when members heard 
Harold McBride, State FHA director, 
speak on the future of FHA followed 
by a talk by M. C. Eidsmoe, president 
of the Woodbury County Savings Bank 
in Sioux City, speaking on G. I. loans. 
Walter Robinson of the VA spoke on 
the administration of G. I. loans. At 
the dinner session, Judge Floyd Phil- 
brick of the district court in Cedar 
Rapids, made the principal address. He 
was introduced by W. W. Beal, presi- 
dent Iowa Securities Company, Water- 
loo. Mr. Haley’s address will be pub- 
lished in these pages shortly. 


Announcement has been made of 
the present Iowa MBA officers but not 
the committee appointments. Here they 
are: 
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Correspondents Honor Gen. McLain 





At a meeting of all the correspondents of the Connecticut Mutual Life Insurance Company, May 20-21 
in Hartford, which was attended also by the officials and directors of the Company, a silver service was 
presented, on behalf of the correspondents and the officials, to Lieutenant General Ray S. McLain of 


Oklahoma City, by 
war record in World War II. 
Germany. 


General 


jyron V. Kanaley, President of the MBA, as a token of General McLain’s superb 
McLain served in the campaigns of Sicily, 


Italy, France and 


An excerpt from Lieutenant General Patton’s citation of General McLain, dated September 11, 1943, 
reads: “His courage, bravery, coolness under fire and tireless effort inspired the officers and men of 
these units, contributing greatly to the accomplishment of those missions, and stand as examples of the 


highest traditions of the military service.’ 


General McLain is President of American-First Trust Company, Oklahoma City, and has been a mem- 


ber of the MBA since 1928. 








LEGISLATIVE 

W. W. Beal, Iowa Securities Com- 
pany, Waterloo, Chairman 

Bob Turner, City National Bank, 
Council Bluffs 

A. L. Kreidler, Des Moines 


MEMBERSHIP 

M. C. Eidsmoe, Woodbury County 
Savings Bank, Sioux City, Chairman 

Bill Nelson, Livestock National Bank, 
Sioux City 

Fulton F. Potter, E. W. Clark & Com- 
pany, Mason City 

V. C. Peterson, V. C. Peterson Com- 
pany, Marshalltown 

Bob Turner, City National Bank, 
Council Bluffs 

H. L. Pollard, Union Bank & Trust 
Company, Ottumwa 

Frank Flynn, Percy Wilson & Com- 
pany, Davenport 


FHA and GI 

Orville Garrett, Iowa-Des Moines 
National Bank & Trust Co., Des 
Moines, Chairman 

Douglas Swale, First National Bank, 
Mason City 

Frank Flynn, Percy Wilson & Com- 
pany, Davenport 

Fred. Quiner, Central National Bank 
& Trust Company, Des Moines 

BULLETIN 

M. S. Olson, General Mortgage Cor- 
poration of Iowa, Chairman 

W. H. Williams, Jester & Sons, Des 
Moines 


An FHA stenographer, informed of 
the “confirmation” (by the Senate) of 
FHA Commissioner: Foley, exclaimed: 
“How come he’s just being confirmed? 
I thought he’d been going to church 
for a long time.” — From the Wall 
Street Journal 
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The Big Mortgage 











We have a federal debt of 274 bil- 
lion dollars. That is a gross debt of 
ipproximately $2,000 for every man, 
woman and child in America. It is a 
gross debt of $5,330 for every em- 
ployed worker in America. 

The public debt of 274 billion dollars 

the IOUs held by 85 million war 
bond buyers and other investors—rep- 
resents a mortgage on the value of 
everything Americans own. 

The people will have to pay in taxes 
the interest on this debt—amounting to 
perhaps 5 billion dollars annually—and 
will be liable also for the amounts of 
the debt as they become due. 

The millions of in war 
bonds, for example, should be paid the 
interest and principal as guaranteed in 
these investments. This will be a big 
item in government budgets for years 


investors 


to come. 

The United States has about as many 
“payrollers” as it has soldiers. 

The Army stands today at less than 
2,600,000 men while the Federal civil- 
ian payroll, at last report, carried 
2,508,000 persons. The number of 
“payrollers” is declining too—but at 
about one-tenth the rate at which the 
Army is discharging men. 

Sehator Byrd, the outstanding au- 
thority on the subject of our prodigal 
bureaucracy, has said we could well do 
with fewer than half of our present 


TWO STRIKES ON HIM 











7 YOU WOULDAT “THINK TO 
bey LOOK AT HIM THAT HE WAS 
A ALREADY #2000 IN DEBT! 
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NATIONAL DEBT NOW STANDS AT 42.000 FoR | 
EVERY MAN, WOMAN AND CHILD IN THE U.S.A. 





-Yews Item. 





“payroll joyriders.” 
The demobilization of this vast army 
of experts, economists, researchers, 


typists, and tabulators of trivia quickly 
would improve the whole country’s 
chances of stability and prosperity. 








Life Company Investment Earnings Down to 3.07% in 1946 








Life companies in the United States 
invested $2,136,000,000 in mortgages 
and securities in the first quarter of 
this year, bringing their total of such 
holdings to $40,670,000,000 on March 
31. 

This represents a net increase of 
$947,000,000 for the quarter, the In- 
stitute of Life Insurance reports. 

The highest rate of gain in both 
purchases and holdings of the life com- 
industrial bonds and 
bond purchases of 


was in 
Industrial 


panies 


stocks. 
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$188,000,000 in the quarter were 
more than double the figure for 1945, 
increasing by $110,000,000 to $1,968,- 
000,000. 

Stock purchases in the quarter 
amounted to $81,000,000, or nearly 
double that in the corresponding period 
last year. Stock holdings showed a net 
gain of $58,000,000, or 7 per cent 
since Dec. 31, with a total of $891,- 
000,000 on March 31. 

Government securities continued to 
hold the dominant position on the com- 


panies’ security lists, accounting for 
$1,241,000,000, or 58 per cent, of all 
mortgages and security acquisitions in 
the quarter. Total government holdings 
increased to $21,269,000,000, a gain 
of $772,000,000 for the quarter. 


Net investment earnings of the life 
companies last year declined to a new 
low of 3.07 per cent. 

This compares with an earning rate 
of 3.19 per cent in 1944 and 3.61 per 
cent in 1940 and is a fourth less than 
the average earning rate in the 1930's. 


The Mortgage Banker @ July, 1946 








